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The North Carolina Sustainable Energy Association (“NCSEA®) submits this
post-hearing brief in accordance with the 9 June 2014 Notice of Due Date for Proposed
Orders issued by the North Carolina Utilities Commission (“Commission”) in this
docket.

NCSEA. does not challenge herein as unreasonable or imprudently incurred any
costs Duke Energy Carolinas, LLC ("DEC™) seeks to recover. NCSEA does, however,
seek to provide a temporal context for DEC’s proposed DSM/EE charges; furthermore,
NCSEA prays the Commission direct DEC to (1} continue to moderate and participate in
a CHP discussion at the DEC Collaborative and (2) based in part upon the attached lefters
from businesses, convene a stakehglder discussion within the next three months for the
sole purpose of discussing the regulatory hurdles impeding the design and

implementation of a CHP pilot/program in North Carolina.
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DEC’S PROPOSED RIDER CHARGES IN CONTEXT
The proposed Rider 6 consists of components calculated under DEC’s “save-a-
watt” cost recovery and incentive mechanism approved in Commission Docket No. E-7,
Sub 831, as well as under DEC’s new cost recovery and incentive mechanism approved
in Commission Docket No. E-7, Sub 1032.
As to residential ratepayers, DEC is requesting a 0.6017¢/kWh charge, a 0.1776¢
increment (approximately) from the current DSM/EE charge. This proposed rate is put in

temporal context in the figure below.
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Figure 1
Duke Energy Residential DSM/EE Charges (2010-2015)
(excluding GRT and regulatory fee)
0.7 -
0.6017
0.6 - o
05 -
. Proposed
'E Vintage 2015
£ 04 - DSM/EE
E— (Rider 6)
%a {including GRT
ond Reg Fee,
G o3 | e
L
o
=
wn
(=]
0.2 4
0.1 -
0 ; S ;
L T o T T, S, PR, <, S, L DR TG e g - T R T R S
BRI I gl SR R LI SRR S R As,"i’ ,‘94" _ﬁgf’
KA AN A S St A A A AP s LR L A A S ST Lo

' See Duke Energy Carolinas' Revised Tariff for Vintage 1 of Rider EE, p. 3 of 3, Commission Docket No.
E-7, Sub 831 (13 August 2010); Order Approving Notice to Customers, Appendix A, Commission Docket
No. E-7, Sub 941 (20 September 2010); Order Approving Notice to Customers of Change In Rates,
Appendix 4, p. 1 of 2, Commission Docket No. E-7, Sub 979 (16 December 2011); Order Approving
Notice to Customers, Altachinent, p. 1 of 2, Commission Docket No. E-7, Sub 1001 (5 October 2012);
Order Approving Notice to Customers, Appendix A, p. 2 of 2, Commission Docket No E-7, Sub 1031 (2
December 2013); Duke Energy Carolinas Supplemental Testimony of Kimberly D, McGee, Supplemental
McGee Exhibit 2, Commission Docket No. E-7, Sub 1050 (18 March 2014).
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As to DSM for non-residential opted-in ratepayers, DEC is proposing a negative
0.0001¢/kWh charge for V1 DSM participants, a 0.0059¢/kWh charge for V3 DSM
participants, a 0.0032¢/kWh charge for V4 DSM participants, and a 0.0861¢/kWh charge

for V2015 participants. These proposed charges are placed in temporal context in the

figure below.
. 2
Figure 2
Duke Energy Nonresidential DSM Charges for Vintage Participants (2010-2015)
(excluding GRT and regulatory fee)
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* For nonresidentiol customers who participated in a DSM or EE program during the Vintoge Year 1, there is o continuing Rider EE of 0.0031
cents per kWh. For nonresidential customers who participoted in o DSM or EE program during the Vintage Year 2, there is o continuing Rider EE
af 0.0037 cents per kWh

As to EE for non-residential opted-in ratepayers, DEC is proposing a
0.0003¢/kWh charge for V1 EE participants, a 0.0106¢/kWh charge for V2 EE
participants, a 0.0262¢/kWh charge for V3 EE participants, a 0.0621¢/kWh charge for V4

EE participants, a 0.0204¢/kWh charge for V2014 EE participants, and a 0.1098¢/kWh

2 Ibid.
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charge for V2015 participants. These proposed charges are placed in temporal context in
the figure below.

Figure 3°
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Duke Energy Nonresidential EE Charges by Vintage Participant (2010-2015)
(excluding GRT and regulatory fee)
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CONDUCTING A STUDY OR SURVEY OF OPTED-OUT CUSTOMERS

a. Procedural History

Last year, the Commission directed in its final order

[t]hat DEC shall through a collaborative stakeholder group explore and
develop a consensus position regarding the merits of conducting a study or
survey of opted-out customers, and if deemed to be a prudent endeavor,
the parameters of such a study.

3 bid.



Order Approving DSM/EE Rider and Requiring Filing of Proposed Customer Notice, p.
23, Commission Docket No. E-7, Sub 1031 (29 October 2013). The collaborative

stakeholder group convened on 24 January 2014. In last year’s final order, the
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Commission also directed DEC, as part of this year’s application, to “file . . . an update
regarding the cutcome of the opt-out study discussions[.]” Jd. Complying with the order,
DEC filed the following update (in pertinent part):

On January 24, 2014, Duke Energy Carolinas convened a meeting of
interested stakeholders to explore and develop a consensus position
regarding the merits of conducting a study or survey of opted-out
customers, and if deemed to be a prudent endeavor, the parameters of such
a study. Prior to conducting this meeting, Duke Energy Carolinas noticed
all of the parties to Docket No. E-7, Sub 831 (i.e., the save-a-watt docket),
as well as the members of its Collaborative regarding the meeting in
efforts to ensure that it had a broad and diverse set of stakeholders
participating in the discussion. At the onset of the meeting, there was some
general discussion regarding the purpose of the meeting, and Duke Energy
Carolinas established that . . . this meeting was to focus on the need and
feasibility of conducting a survey or study of opted-out customers related
to their decision to opt out. A number of parties including, but not limited
to, SACE, NCSEA, and NRDC stated that they believed a survey or study
of opted-out customers would have merit because it would allow the
Company to have better insight into what customers that opted out were
doing on their own with respect to EE, as well as creating greater clarity
around customers’ rationale for electing to opt out rather than participating
in Duke Energy Carclinas’ programs. With this information that they
believe would be obtained through the study or survey, they contended
that the Company would be able to better reflect the impacts of EE in the
IRP process, as well as potentially mmprove the Company’s EE and DSM
programs. A number of parties that were representing opt-out eligible
customers . . . stated their opposition to the need or merit of conducting
such a study. ... After considering all of the discussion related to the
merits of conducting a survey or study of opted out customers occurred,
Duke Energy Caroclinas took a poll to determine if there was a consensus
as 1o the merits of conducting a study or survey. After conducting the
poll, it was clear that there was not a consensus among the parties, as some
parties seemed to feel the study was warranted and others including the
non-residential customer representation, South Carolina Office of
Regulatory Staff, and Public Staff did not believe that there was enough
merit to justify conducting such a survey. Since there was not a




consensus, we did not continue down the path of discussing feasibility and
the parameters of the study.

Direct Testimony of Timothy J. Duff for Duke Energy Carolinas, LLC, pp. 22-23,
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Commission Docket No, E-7, Sub 1050 (5 March 2014).

b. NCSEA's Position — Then

Prior to DEC’s writing of the foregoing update, NCSEA was invited to share with
DEC a written articulation of the position NCSEA took during the collaborative

stakeholder discussion. On 7 February 2014, NCSEA shared the following articulation of

its position (at the time):

NCSEA would like to see [DEC] conduct a survey, but NCSEA
understands that its position is the minority position. NCSEA believes a
survey would supplement DEC?s upcoming investigation of the impact . . .
incentives could have on opt-out customer participation and NCSEA
therefore believes a survey would play a positive role in DEC beginning to
engage more successfully with its opt-out customers. NCSEA believes a
survey should focus on three areas of inquiry:

(1) How can existing programs and measures be improved through

incentive changes or other changes?

(2) What programs or measures that currently do not exist would

induce you to opt-in, consider opting-in, or remain opted-in?

(3) Beyond programs and measures, can you identify any

“structural” impediments that could be changed to induce you to

opt-in, consider opting-in, or remain opted-in?
NCSEA believes a survey could be completed by a sample of DEC’s opt-
out eligible customers directly or it could be completed by DEC’s large
customer account managers indirectly sharing what the customers are
telling them.

Exhibit A. Interestingly, on the very same day — 7 February 2014 — DEC reaffirmed its
obligation to survey its customers on an ongoing basis. In a filing in a separate docket,
DEC commented, in relevant part, that

[tlhe Commission approved . . . Regulatory Conditions in its June 29,

2012 Order Approving Merger Subject to Regulatory Condifions and

Code of Conduct. Specifically, Section XI of the Regulatory Conditions
governs Service Quality. The intent of this section is to ensure that DEC



and DEP “continue to implement and further their commitment to
providing superior public utility service by meeting recognized service
quality indices and implementing the best practices of each other and their
Utility Affiliates, to the extent reasonably practicable. To that end, the
Regulatory Conditions provide that the Companies shall, among other
things: . . . cowntinue to survey their customers regarding their
satisfaction with public utility service and incorporate this information
into their processes, programs and services. (Reg. Con, 11.10).

Duke Energy Carolinas, LLC and Duke Energy Progress, Inc.'s Joint Comments, pp. 3-4,
Commission Docket No. E-100, Sub 138 (7 February 2014) (emphasis added). Given the
Regulatory Condition, NCSEA believed a survey of customers (or even just a survey of
large account managers regarding what they were hearing from customers) was a
worthwhile endeavor, NCSEA’s position has, however, changed in the interim,

c. NCSEA'’s Position — Todav

Relatively recently, DEC has implemented two measures that could help mitigate
the opt-out “problem” that NCSEA (and others) have documented in filings made in past
DEC DSM/EE cost recovery proceedings. First, DEC has implemented its annual March
opt-in windew. “During the 2014 March opt-in window, 101 customer accounts that
were previously opted out elect[ed] to opt in and participate in the Company’s DSM/EE
programs.” Exhibit B (DEC response to an NCSEA data request). Second, last year, in
Commission Docket No. E-7, Sub 1032, the Commission approved a revised Non-
Residential Smart $aver Program ‘““which offers an incentive up to 75% of the cost
difference between new standard equipment and new higher efficiency equipment . . .
[and t]he Company is currently applying the 75% cap to eligible incentive payments not
to exceed the approved incentive amount[.]” Exhibit C (3 June 2014 DEC presentation

to convened stakeholder group focused on investigating the impact thal increasing
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incentives would have on opt-out eligible customer participation).* Additional time is
needed to better understand the impacts of these two changes on the opt-out “problem.”

DEC will be in a better position to present information about the impacts of these
two changes in its next DSM/EE cost recovery rider application proceeding. Similarly,
NCSEA will be in a better position next year to determine whether these two changes,
plus some material advancement of the combined heat and power (“CHP™) discussion,
see infra, present significant encugh steps forward to obviate the need for a survey. In
sum, at this time, NCSEA withdraws its request for a survey, reserving the right to re-
visit the issue in a future proceeding,

TOWARD A COMBINED HEAT AND POWER-
SPECIFIC PILOT/PROGRAM

a, Procedural History

NCSEA witness Isaac Panzarella, a licensed professional engineer, explained that

[m]ost of the parties in Docket No. E-7, Sub 1032], including NCSEA,]
entered into a stipulated settlement. As described on page 12 of the Public
Staff’s September 26, 2013 Proposed Order filed in that docket, the
stipulated seftlement provided that [combined heat and power (“CIIP”)]
was to be discussed in DEC’s Carolinas Energy Efficiency Collaborative
(“Collaborative™) no later than December 31, 2013 with the results of the
discussion {or a status update) being reported to the Commission in this
docket.

Transcript of Testimony Heard Jume 3, 2014, Raleigh (“Tr. at p. __7), p. 122,
Commission Docket No, E-7, Sub 1050 (6 June 2014). Pursuant to the stipulated
settlement agreement, DEC moderated a discussion of CHP at its 13 December 2013
quarterly Collaborative meeting. In his testimony, DEC witness Duff provides a

summary of the one hour CHP discussion that occurred at the Collaborative, Tr. at pp.

¥ DEC witness Tim Duff mentions the stakeholder meeting at which Exhibit C was presented,
See Transcript of Testimony Heard June 3, 2014, Raleigh (“Tr. at p. __ ™), pp. 35-36, Commission
Docket No. E-7, Sub 1050 (6 June 2014).
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43-44; NCSEA witness Panzarella provides additional detail about the ore hour CHP

discussion in his testimony. Tr. at pp. 123-125.

b, Next Steps

As DEC witness Duff recounts in his testimony, “[a]ll parties [to the
Collaborative discussion] agreed that further discussion regarding a CHP-focused
program may be warranted[.]” Tr. at p. 44. NCSEA believes further CHP-focused
discussion is warranted both at the Collaborative (with the understanding that this
discussion will always be somewhat superficial because of time constraints) and outside
the Collaborative, in a stand-alone forum where some of the “thornier” issues can be
discussed 1n greater detail. As NCSEA witness Panzarella testified:

I believe the discussion of CHP taking place at the Collaborative should
continue. The participants in the December 2013 meeting seemed to agree
that there is value in continuing the discussion. The Commission should
encourage the discussion of CHF to continue at the Collaborative.

I believe the discussion of CHP at the Collaborative should be
supplemented with at least one stakeholder meeting that is dedicated
solely to discussing CHP. I hold this belief for several reasons. First and
foremost, CHP is a complex topic and seizing the opportunity around CHP
will require more than an ongoing quarterly one-hour discussion at the
Collaborative. Second, the Collaborative does not permit attorney
aftendance. The stakeholders' attorneys can, however, play a constructive
role. At a meeting outside of the Collaborative, the attorneys could help
all of the stakeholders better understand the two most immediate barriers
that T identified: (1) The uncertainty around ‘“topping cycle” CHP
eligibility, and (2) the uncertainty around how to calculate CHP energy
efficiency savings. A stakeholder meeting attended by attorneys would
help the stakeholders better understand these issues and, to the extent the
Commission can provide certainty, could help the stakeholders come to
consensus on the best method for bringing these issues before the
Commission.[*] Third, a separate stakeholder meeting to discuss CHP

> As shown on page 2 of Exhibit D — a DEC response to an NCSEA data request that was entered
into the record as NCSEA witness Panzarella Exhibit IP-2 — DEC faces uncertainty with regard to
CHP: “The customer did not definitively indicate that the additional CHP capacity would not be
biogas-fired, therefore it was unclear whether the expansion would qualify for energy efficiency
incentives. Duke had informal discussions with extermal parties to gain their perspective on the
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would provide the opportunity for several end-users to participate in the
discussion. The Southeast CHP TAP has held stakeholder workshops that
have involved end-users from industrial sites in the pulp and paper food
and beverage, textiles and chemical sectors, as well as institutional and
commercial sites. These companies represent potential CHP program
participants and would provide valuable input with regard to the design of
a pilot or inifiative. Finally, I believe the stakeholder process envisioned
by DEC for the CHP Working Group could be discussed at a meeting
dedicated solely to CHP and, if adopted in whole or in part, could help
secure a CHP energy efficiency pilot program design that has support
from multiple stakeholders. The Commission should direct the parties to
convene a stakeholder discussion within the next three months for the sole
purpose of discussing CHP in North Carolina.

Tr. at pp. 128-129. As evidenced by the three letters attached hersto as Exhibit E, a
number of companies operating in North Carolina — including Carclina CAT, Broad
U.8.A., Inc., and Carolina Cooling LL.C — are supportive of further CHP discussions.

For all of the reasons articulated by NCSEA witness Panzarella, NCSEA believes
the Commission should direct the stakeholders to continue discussing the design and
implementation of a CHP-specific pilot/program.

CONCLUSION

NCSEA. does not challenge herein as unreasonable. or imprudently incurred any
costs DEC seeks to recover in its REPS rider application. NCSEA does, however, pray
the Commission direct DEC to (1) continue to moderate and participate in a CHP
discussion at the DEC Collaborative and (2) convene a stakeholder discussion within the
next three months for the sole purpose of discussing the regulatory hurdles impeding the

design and implementation of a CHP pilot/program in North Carolina.

question of whether incentives could be applied to the pro-rata non-renewabls energy po rtion of a
CHEP installation, however no definitive answers have been obtained.”
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CERTIFICATE OF SERVICE

espectfully submitted,

Michael D. Youth
Counsel for NCSEA
N.C. State Bar No. 29533
P.O. Box 6465

Raleigh, NC 27628

(919) 832-7601 Ext. 118
michael@energync.org
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I hereby certify that all persons on the docket service list have been served true
and accurate copies of the foregoing Post-Hearing Brief, with attached exhibits, by hand

delivery, first class mail deposited in the U.S. mail, postage pre-paid, or by email

transmission with the parip’ s consent.

MD
This the of Julf, 2014.

-
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Michael D. Youth

Counsel for NCSEA
N.C. State Bar No. 2953
P.O. Box 6465
Raleigh, NC 27628
(919) 832-7601 Ext. 118
michael@energync.org
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6/27/2014 NCSEA Mail - NCSEA's position following the Duke Energy Carolinas Opt Out Meeting
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NCSEA'’s position following the Duke Energy Carolinas Opt Out Meeting

Hoover, Kacey <kacey@energync.org> Fri, Feb 7, 2014 at 4:43 PM
To: Bo.Somers@duke-energy.com, "Duff, Tim" <Tim.Duff@duke-energy.com>
Cc: Michael Youth <michael@energync.org>

DFFICIAL COPY

Tim and Bo,

I've included in this email NCSEA's position concluding the January 24th discussion of conducting a study or
suney of Duke Energy Carolinas' opted-out customers.

Please see below for NCSEA's position for Duke's report:

NCSEA would like to see Duke Energy Carolinas, Inc. (DEC) conduct a surwey, but NCSEA understands that its
position is the minority position. NCSEA believes a survey would supplement DEC's upcoming investigation

of the impact of incentives could have on opt-out customer participation and NCSEA therefore believes a surbey
would play a psoitive role in DEC beginning to engage more successfully with its opt-out customers. NCSEA
believes a survwey should focus on three areas of inquiry: (1) How can existing programs and measures be
improved through incentive changes or other changes? (2) What programs or measures that currently do not
exist would induce you to opt-in, consider opting-in, or remain opted-in? (3) Beyond programs and measures,
can you identify any “structural” impediments that could be changed to induce you to opt-in, consider opting-in,
or remain opted-in? NCSEA believes a survey could be completed by a sample of DEC's opt-out eligible
customers directly or it could be completed by DEC's large customer account managers indirectly sharing what
the customers are telling them.

If you hawe any questions, please let me know.

Regards,
Kacey

Kacey Hoover

Regulatory and Policy Analyst

NC Sustainable Energy Association
1111 Haynes Street, Suite 109
Office: (919)-832-7601 ext. 120

Fax: (919) 832-6967

Email: kacey(@energync.org
WWW.energync.org EXHIBIT
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